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E.O. 11652N/A 
TAGS:EGEN, ECON 
SUBJECT: IRS RULING 

1 . TREASURY INFORMS US THAT IRS HAS ACCEPTED OIL 
COMPANIES LATEST TAX PROPOSALS IN OUTLINE. IT FOLLOWS 
IRS GUIDELINES ON CONSOLIDATION, COST DEDUCTION, ETC. 

BUT ALSO INVOLVES CAPITALIZATION OF TANGIBLE AND 
INTANGIBLE ASSETS. WE UNDERSTAND COMPANY LAWYERS ARE 
PROCEEDING IMMEDIATELY TO JAKARTA TO EXPLAIN TO GOI. 

IT IS OUR UNDERSTANDING THAT AGREEMENT MAY ENTAIL SOME 
FINANCIAL LOSS TO INDONESIA BUT IT SHOULD BE MINOR. 

AT ANY RATE ARRANGEMENT REPRESENTS BEST EFFORT ON PART 
TREASURY, IRS AND COMPANIES. 
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2. IT IS REQUESTED THAT INFO BE CLOSELY HELD AND NO 
PUBLICITY BE GIVEN. ABOVE IS FOR EMBASSY'S BACKGROUND 
INFORMATION. 
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